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TIONS DOING BUSINESS IN MASSACHUSETTS. 



By Fkancis B. Forbes. 



The importance from a public point of view of all that 
concerns Fraternal Beneficiary Corporations may be appre- 
ciated by the fact that the several hundred societies, large 
and small, reported by the Insurance Commissioner as doing 
business in Massachusetts during the year 1900, dealt with 
an aggregate income of some $26,700,000, and with a mem- 
bership at the close of the year of nearly 1,140,000. These 
figures, however, include not only all the business done in 
Massachusetts itself, but also the transactions of the larger 
societies in other States of the Union and in Canada. 

Whether the system of life and disability insurance 
adopted by Fraternal Societies is generally sound will not be 
considered in these notes. On the one hand, it is known 
that actuaries are generally opposed to the assessment plan, 
as offering a smaller chance of ultimate benefit than the 
usual policies issued at fixed premiums. It is also known that 
some of the more important of these societies have discov- 
ered by experience grave defects in their original schemes, 
which they are doing their best to remedy, while it is feared 
that disaster may await those who cannot, or will not, fol- 
low this wise example. On the other hand, it must be ad- 
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mitted that certain more immediate advantages offered by 
the better class of Fraternal Benefit Corporations will 
probably continue to attract numbers of people who are 
confident that the future will take care of itself. It must, 
moreover, be acknowledged that thousands of families in 
this country have, for years past, received more substantial 
aid and comfort from many of these associations than was 
readily available through other agencies known to them. 

Whatever general view may be taken of the fraternal 
system of life assurance, the ability of any society to meet 
its engagements at a given moment is not only of supreme 
interest to the beneficiaries themselves. It is also of con- 
sequence to every city and town, whose public charity may 
be called upon to assist widows and orphans left penniless 
after, perhaps, heavy assessments paid during the lives of 
their bread-winners. 

The legislatures of various States have recognized the im- 
portance of these questions in different degrees, and, in 
Massachusetts, several laws have been passed for the regula- 
tion of Fraternal Beneficiary Corporations, all of which are 
now embodied in Chapter 119 of the Revised Laws. To the 
impartial student, however, all of these measures bear marks 
of having been framed more in accordance with the wishes 
of the societies themselves than with a vigilant regard for 
the protection of the public. For, although our most recent 
legislation has been a distinct step in advance, the Insur- 
ance Commissioner is still left without adequate powers of 
supervision, and there remains ample chance for certain 
people to trade upon the credulity of the ignorant poor for 
their own selfish ends, and in this way to bring the really 
philanthropic societies into disrepute. 

It is difficult to see why the Commissioner should be de- 
nied as full powers over Fraternal Beneficiary Corporations 
as he already exercises over assurance companies on the 
assessment plan, and in fact over all others doing business 
under his Department. But for those who are familiar with 
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the by-play of politics in the State House, it is no secret 
that successful opposition to extended control by the Com- 
missioner may be expected to continue as long as a large 
majority of those elected to the General Court are members 
of one or more of these societies. 

It is the purpose of this paper to show how urgent is the 
need of reform, by a statement of the existing law on this 
point, and by statistics which show the practical results of 
such imperfect control. 

The following are the provisions of Chapter 119 of the 
Revised Laws relating to the powers of control and ex- 
amination vested in the Commissioner. 

Section 14 requires each Fraternal Corporation to report 
annually to the Commissioner the location of its principal 
office in the State together with the names and addresses of 
certain officers. As regards the business of the preceding 
calendar year, it must " make under oath such statement of 
its membership and financial transactions" — with such 
other information " as the Commissioner may require to 
show its business and standing ; and at all times shall make 
under oath all statements relative to said corporation re- 
quired by said Commissioner." Penalties follow for false 
or fraudulent declarations. 

Section 15 enacts — "The Insurance Commissioner shall, upon 
request of a domestic corporation doing business on the lodge sys- 
tem personally, or by some person designated by him, visit such 
domestic corporation and thoroughly inspect and examine its affairs, 
especially as to its financial condition. When he determines it to be 
prudent for the protection of the certificate holders in the Common- 
wealth he may in like manner visit and examine, or cause to be 
visited and examined by some competent person or persons whom he 
may appoint for the purpose, any foreign fraternal beneficiary corpo- 
ration applying for admission or already admitted to do business in 
this Commonwealth, and such foreign corporation shall pay the ex- 
pense of such examination. For the purposes aforesaid the com- 
missioner or person making the examination shall have free access 
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to all the books and papers that relate to the business of such cor- 
poration, and to the books and papers kept by any of its organizers, 
and may summon and administer the oath to and examine as wit- 
nesses the directors, officers, agents, organizers and trustees of any 
such corporation, and any other persons, relative to its financial 
affairs, transactions and conditions. He may in his discretion accept, 
in lieu of such examination, the examination of the insurance de- 
partment of the State, the Dominion of Canada or a province 
thereof in which such foreign corporation is organized." 

Section 19, which is the most important, is as follows : — 

" If the insurance commissioner on investigation is satisfied that 
a corporation organized or doing business under the provisions of 
this Chapter has exceeded its powers, or has failed to comply with 
any provisions of law, or has conducted business fraudulently, or 
that its condition is such as to render its further proceedings hazard- 
ous to the public or to its certificate-holders, or if such corporation 
shall vote to discontinue its business, he shall report the facts to the 
attorney-general, who may thereupon apply to the Supreme Judicial 
Court or to the Superior Court, which shall have jurisdiction in 
equity of such application for an injunction restraining such cor- 
poration in whole or in part from the further prosecution of busi- 
ness. Before making such report to the attorney-general the insur- 
ance commissioner, if he is satisfied that the corporation has ex- 
ceeded its powers, or has failed to comply with any provision of law, 
or has conducted its business fraudulently, shall notify such corpora- 
tion of particulars in which he decides it has exceeded its powers, or 
of the provisions of the law with which it has failed to comply, or 
of the fraudulent matter in the conduct of its business, and shall give 
such corporation a reasonable opportunity to comply with the law 
or amend its methods. The application shall state the specific facts 
relied upon as in excess of power, or as neglect or violation of law, 
or as constituting fraudulent conduct of business. The court may 
issue such injunction forthwith, or, upon notice and hearing thereon, 
may issue an injunction or decree for the removal of any officer 
of said corporation, and may substitute a suitable person to serve 
in his stead until a successor is chosen, and may make such 
further orders and decrees as the interests of the corporation, the 
certificate holders and the public may require ; and may, after a full 
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hearing, appoint a permanent receiver to take possession of the 
property and effects of the corporation, and to settle its affairs, sub- 
ject to such rules and orders as the court may from time to time 
prescribe. No such injunction shall issue, and no order, judgment 
or decree appointing a temporary or permanent receiver shall be 
made or granted, otherwise than upon the application of the attor- 
ney-general, on his own motion, or at the relation of the insurance 
commissioner, whether the commonwealth or a member, or other 
party seeks relief." 

The above powers of the Commissioner may be briefly 
resumed. 

He can examine the books and papers of any foreign cor- 
poration whenever " he deems it prudent for the protection 
of the certificate holders in the Commonwealth." In the 
case of a domestic society, he can do the same thing only at 
the request of the corporation itself. So far, the Common- 
wealth gives more security to citizens who become members 
of a foreign society than to those who join a home organiza- 
tion. 

He can begin proceedings against any society when " on 
investigation," he is satisfied that it has neglected or vio- 
lated the law, or in other ways has acted wrongfully. But, 
in the case of a domestic society, his powers of " investiga- 
tion " are limited to a demand for statements on specific 
points, which statements the officers are bound to furnish 
under oath, so that he is practically left at the mercy of any 
one who is prepared to risk the penalties for false declara. 
tions. 

Even then, before the commissioner can lay the case 
before the attorney-general, from whose own motion all legal 
action must proceed, he must notify the suspected society 
and give it " a reasonable opportunity to comply with the 
law or amend its methods." 

On the whole, therefore, although adequate penalties are 
provided by the law, it would seem that any manager of a 
domestic society, who is ready to take the chances, has long 
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odds in his favor against incurring those penalties himself. 

In singular contrast to the above are the provisions of 
Chapter 120 of the Revised Laws, which embodies the 
enactments about assessment insurance. 

Section 17 is as follows : — 

" Every corporation doing the business of insurance under the 
provisions of this chapter shall, annually on or before the first day of 
February, return to the Insurance Commissioner, in such manner 
and form and including such information as he may require, a sworn 
statement of its affairs for the year ending on the preceding thirty- 
first day of December. Such statement shall be signed and sworn 
to by the president and secretary of the corporation, or, in their ab- 
sence, by two of its principal officers. A corporation which wilfully 
makes, and a person who wilfully makes, oath to or subscribes a 
false statement, if the statement is required by law, shall be pun- 
ished by a fine of not less than five hundred nor more than five 
thousand dollars, and such person, if he lias made oath to such state- 
ment, shall also be guilty of perjury. The Insurance Commissioner 
may personally or by his deputy, examiner, or chief clerk, visit each 
domestic insurance corporation doing business on the assessment 
plan, and thoroughly inspect and examine its affairs to ascertain its 
financial condition, its ability to fulfil its obligations, and whether 
it has complied with the provisions of law. If he considers 
it prudent for the protection of the policy holders in this com- 
monwealth, he may in like manner visit and examine, or cause to be 
visited and examined by some competent person or persons he may 
appoint for that purpose, any foreign insurance company doing busi- 
ness on the assessment plan, applying for admission or already 
admitted to do business in this commonwealth, and such company 
shall pay the expense of such examination, including the expenses of 
the Commissioner or the persons he may appoint and the expenses and 
compensation of assistants employed therein. For the purposes 
aforesaid the Commissioner or person making the examination shall 
have free access to all the books and papers that relate to the busi- 
ness of such company, and to the books and papers kept by any of 
its agents, and may summon, administer the oath to, and examine 
the directors, officers, agents and trustees of any such company and 
any other persons, in relation to its affairs, transactions and condi- 
tions." 
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Here are certainly ample powers of supervision, and if the 
the commissioner had been authorized to exercise them in 
the case of Fraternal Societies, our State system of insurance 
laws would have been, at any rate, consistent. But, by the 
first section of the same Chapter 120, Fraternal Beneficiary 
organizations are specially exempted from these and all 
other of its provisions, although there is no logical motive for 
such exemption. On the contrary, there is every possible 
reason for similar regulations for fraternal societies, inas- 
much as their business is supported by the assessment of 
members, and their income is practically restricted to such 
assessments by section 6 of Chapter 119 under which they 
work. Yet every attempt to introduce analogous pro- 
visions into the Acts governing them has been stifled by 
their friends in the General Court. 

While it is of primary importance that the Commissioner 
should be able to satisfy himself at any time of the solvency 
of Fraternal Societies collecting mortuary assessments, he 
should also, in the spirit of the above quoted law, be 
empowered to examine how far the finances of each organi- 
zation are honestly and economically managed in the inter- 
est of the certificate holders. It is chiefly from this point of 
view that I have attempted to show the necessity of 
strengthening the authority of the insurance department, by 
presenting an analysis of the latest official statistics for the 
years 1899 and 1900. 

The inquiry has been restricted to those societies which 
had a membership of at least 500 at the close of each year, 
and from the Commissioner's reports (Statistical Table 2, in 
each case) the following particulars have been drawn : — 

(1) Number of members on December 31st. 

(2) Total income from all sources. 

(3) Losses and claims paid ; and 

(4) Expenses. 

From these, the percentage of income absorbed by ex- 
penses was calculated to show the relative economy of ad- 
ministration in the several societies. 
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The data on which my conclusions are based are thus 
above criticism by the Fraternal Organizations themselves, 
because they are taken solely from the published statistics 
which their own officers have filed under oath with the 
Commissioner. It is obvious that the few details given in 
the Tables are far from telling the whole story, and I may 
add that they do not even tell their own story as correctly as 
might be wished. For instance, some of the larger societies, 
with subsidiary bodies, do not include in their reports to the 
Insurance Department the local expenses of these branches, 
while others give them under both income and expense 
accounts. I am led to understand that the Insurance 
Department is devising a plan to ensure greater uniformity 
in the statements rendered, and in the meantime I believe 
that neither my classification nor my averages will be 
materially affected by this discrepancy. Certainly an analy- 
sis of the figures will bring to light certain broad and 
salient facts which demonstrate the necessity of stricter 
methods of examination than are practicable under existing 
laws. 

After tabulating the statistics of the two years, with the 
societies arranged according to the percentage of income 
absorbed by expenses of management, it appeared that the 
average rate was about 8 per cent, but with a wide range 
from 1 to 78 per cent. As the same statistics have been 
finally grouped under another form, these two tables are not 
published here, but I may state that, for each year, the dorru 
inant rate was below five per cent. Under this percentage 
there were in 1899 some 373,000 members with aggregate 
incomes of nearly $ 14,600,000 while in 1900 the total income 
remained about the same, but the membership had increased 
to some 455,000. At the other end of the list was found a 
membership of about 146,000 belonging to societies with 
aggregate incomes of $2,163,000 in 1899, and of §2,609,000 
in 1900, whose expenses for purposes other than the pay- 
ment for losses and claims ranged between 25 and 78 per 
cent. 
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Now it is safe to assume that any professedly philanthropic 
insurance or casualty society which absorbs more than half of 
its income in expenses of management leaves its accounts 
open to question, and that something must be decidedly 
wrong when two-thirds or three-quarters of the money col- 
lected go for other purposes than the payment of death or 
disability claims. On the other hand, it is well known that 
many of these Fraternal Societies aim at providing, in one 
way or another, opportunities for social gatherings of their 
members, and for the cultivation of good-fellowship among 
them. Such purposes, within reasonable limits, are only to 
be commended, but it would be impossible to draw the line 
between such legitimate expenditure and careless or delib- 
erate misdirection of funds, without a more detailed analysis 
of accounts than is necessary for the purposes of this 
inquiry. 

Furthermore, the law forbids the employment of paid 
agents, except that " corporations which transact business 
as fraternal societies on the lodge system may employ 
organizers in the preliminary organization of local branches, 
and members, as officers or deputies, to assist members of 
weak and inactive local branches to increase their member- 
ship, provided their compensation does not depend upon 
and is not affected by such increase, and corporations which 
limit their certificate-holders to a particular order or frater- 
nity may employ and pay members for securing new mem- 
bers, and any corporation may pay local collectors." (Sec- 
tion 16, Chapter 119, Revised Laws). But the vitality of 
such societies depends, in the first place, on their ability to 
obtain new members in the place of those who die or drop 
out, and there is no doubt that circumstances compel some 
of them to spend what may appear to be disproportionate 
sums for the " organizers," etc., allowed by law. 

On the whole, however, in spite of the difficulty of trac- 
ing a border line between reasonable and extravagant ex- 
penses, I am disposed to think that a division may be made 
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which will answer all practical purposes. More than half 
the aggregate income of the Societies is managed at a cost 
of less than five per cent, and about a tenth of the whole at 
rates exceeding twenty-five per cent, while the average rate 
is eight per cent. It would seem, therefore, that no society, 
whose rate of expenditure reaches or exceeds twenty per 
cent of its income, can complain if it is placed in a different 
category from those managed at a cost of three or four per 
cent. Accordingly I have divided all the Societies into two 
classes : — 

Class A. — Those with expenses less than 20 per cent of 
income ; and 

Glass B. — Those with expenses over 20 per cent of 
income. 

Such a classification must be, to a certain extent, arbi- 
trary, and some societies whose management is above re- 
proach may perhaps be found in rather indifferent company ; 
but, with the reservations already made, it is believed that 
no substantial injustice has been done. 

Under one or the other of these classes I have placed all 
the societies, which are also grouped according to the 
method adopted by the Insurance Department, as follows : — 

Group I. Massachusetts Societies under the Lodge Sys- 
tem. 

These are societies whose membership is not limited to a 
special category of persons, and which may comprise any 
number of subordinate local branches, under a supreme 
governing body. The lodges must have "a ritualistic form 
of work," and each lodge must meet at least once a month. 

Group II. Massachusetts Societies under the Branch Sys- 
tem with restricted membership. 

Group. III. Massachusetts — Miscellaneous. 

Group IV. Societies from other States under the Lodge 
System. These are the only "foreign " fraternal beneficiary 
corporations legally authorized to do business in the Com- 
monwealth. 
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Finally as a further basis of comparison, I have calcu- 
lated the percentage of losses and claims 'paid, represented by 
the expenses of each /Society. The reasons for this will be 
fully discussed later on. 

In the following Tables 1 and 2 will be found a concise 
summary of all the statistics for the two years 1899 and 
1900, for full details of which the reader is referred to the 
Appendix. 

The importance of the numbers of people interested in 
these Fraternal Beneficiary corporations, and of the sums of 
money annually controlled by them, has been already indi- 
cated. It will be interesting to point out at once some gen- 
eral results which this mass of figures yields on analysis. 

The first thing to be noted is that the membership of the 
societies in Class A (those with a rate of expenditure less 
than 20 per cent of their income) comprised over four-fifths 
of the aggregates for both years. In like manner the 
incomes of the societies in Class A were about 90 per cent of 
the grand total in 1899 and 1900, with an absolute increase 
for the second year of nearly $2,500,000. When it is real- 
ized that, for the whole of Class A, the average rates of ex- 
penditures were only 5.1 per cent of income for both years, 
it can be seen at once that the societies, whose accounts are 
open to question from the point of view of this inquiry, rep- 
resent only a small proportion of the whole, as regards 
either numbers or amount of money involved. 

I wish to say here, with all possible emphasis, that the 
integrity and ability with which the greater societies in 
Class A are administered deserve the highest praise and re- 
spect. These feelings will be shared, I am sure, by all who 
study the statistics which, in their present form, are prob- 
ably now brought together for the first time, for they show 
results attainable only by an amount of devotion and volun- 
teer work on the part of the responsible officers, such as is 
far from common in our days. 

This much said, I must add with equal frankness that I 
have only one fault to find with the managers of some of 
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these bodies. It is this. Without wishing to make too 
sweeping assertions, I cannot blink at what I believe to be a 
fact that, among these powerful corporations, some who 
have not actively opposed have done nothing to promote 
such legislative reforms as are needed to establish an effi- 
cient control^by the Insurance Department. Resenting a 
supervision which they may be justified in treating as need- 
less in their own cases, they have joined forces with others 
whose reasons for dreading compulsory examination by the 
Commissioner are by no means so avowable. Worse than 
this, their refusal to submit themselves to an official inspec- 
tion which they must have passed with flying colors, has 
assured immunity to that small but dangerous class of 
societies to whom the same form of audit would have been 
fatal. Much may be pardoned to a pride which comes from 
conscious rectitude, nevertheless the public is entitled to 
complain when such pride is distorted so as to turn good 
men into virtual, if unwitting, accomplices of others whose 
cloak of benevolence is only a masquerade, and whose un- 
worthy practices must end by giving a bad name to the 
whole Fraternal Benefit system. 

I have already laid stress on the relatively small member- 
ship and incomes of the societies whose management is ex- 
travagant or worse. Yet, after making all possible allow- 
ances, the evil they are permitted to work under cover of 
the laws is wide-spread and serious enough, as will appear 
from what follows : — 

Class B (societies whose expenses are over 20 per cent 
of their income) comprised, in 1899, a membership of 147,- 
500 with an aggregate income of $2,187,000, of which 
$1,384,000 were paid for losses and claims at a cost of 
$823,000, or over 37 per cent of the income. In 1900, the 
total membership of the Class was 164,000, and the aggre- 
gate income $2,888,000, showing considerably heavier aver- 
age assessments per capita. Losses and claims amounting to 
$1,749,000 were paid, and the expenses were $942,000, or 



TABLE 3. 
SUMMARY BY GROUPS FOR THE YEA 





I. 
Massachusetts Lodge System. 


II. 

Massachusetts Branch System. 






Class A. 


Class B. 


Totals. 


Class A. 


Class B. 


Totals. 


c 


Number of Members 

Income ..... 

Losses and Claims 

Expenses .... 

Expenses Per Cent of Income 

Expenses Per Cent of Losses . 


277,993 

$9,563,180 

$8,877,522 

$318,278 

3.3 

3.6 


91,674 

$1,599,570 

$1,094,909 

$541,840 

33-.9 

49.5 


369,667 

$11,162,750 

$9,972,431 

$860,118 

7.7 

8.6 


None. 


46,983 

$527,752 

$252,565 

$260,904 

49.3 

103.0 


46,983 

$627,752 

$252,565 

$260,904 

49.3 

103.0 





TABLE 4. 
SUMMARY BY GROUPS FOR THE YEAR 





I. 

Massachusetts Lodge System. 


II. 

Massachusetts Branch System. 






Class A. 


Class B. 


Totals. 


Class A. 


Class B. 


Totals. 


Clt 


Number of Members 

Income ..... 

Losses and Claims 

Expenses .... 

Expenses Per Cent of Income 

Expenses Per Cent of Losses 


290,642 

$9,251,015 

$8,621,540 

$291,567 

3.3 

3.4 


98,277 

$2,071,915 

$1,313,662 

$626,008 

30.3 

47.6 


388,919 

$11,322,930 

$9,935,202 

$917,575 

8.1 

9.3 


None. 


44,949 

$516,039 

$238,558 

$239,942 

46.5 

100.0 


44,949 

$516,039 

$238,558 

$239,942 

46.5 

100.0 


$; 

$5 

$ 
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II. 






III. 




IV. 






ssachusetts Branch System. 


Massachusetts. — Miscellaneous. 


Foreign Lodge System. 


Grand 
















Totals. 




Class B. 


Totals. 


Class A. 


Class B. 


Totals. 


Class A. 


Class B. 


Totals. 






46,983 


46,983 


17,235 


5,116 


22,351 


478,485 


8,706 


482,191 


921,192 




$527,752 


§627,752 


§306,686 


$46,519 


$353,205 


$11,318,970 


$12,833 


$11,331,803 


$23,375,510 




$252,565 


$252,565 


$279,113 


$27,196 


$306,309 


$10,358,768 


$9,300 


$10,368,068 


§20,899,373 




$260,904 


$260,904 


$20,257 


$17,203 


$37,460 


$736,886 


$3,315 


§740,201 


$1,898,683 




49.3 


49.3 


0.6 


37.0 


10.6 


6.5 


35.8 


6.5 


8.1 




103.0 


103.0 


7.3 


63.3 


13.3 


7.1 


35.6 


7.1 


9.1 



TABLE 4. 

4ARY BY GROUPS FOR THE YEAR 1900. 



II. 

achusetts Branch System. 


III. 

Massachusetts. — Miscellaneous . 


IV. 

Foreign Lodge System. 


Grand 
Totals. 




Class B. 


Totals. 


Class A. 


Class B. 


Totals. 


Class A. 


Class B. 


Totals. 






44,949 

$516,039 

$238,558 

$239,942 

46.5 

100.0 


44,949 

$516,039 

$238,558 

$239,942 

46.5 

100.0 


17,531 

$325,388 

$295,169 

$19,685 

6.1 

6.6 


6,299 

$60,078 

$31,842 

$22,031 

36.7 

69.3 


23,830 

$385,466 

$327,011 

$41,716 

10.8 

13.7 


655,210 

$14,060,789 

$12,452,502 

$897,606 

6.4 

7.3 


14,846 

$240,140 

$164,478 

$53,653 

33.3 

33.6 


670,056 

$14,300,929 

$12,616,980 

$951,259 

6.6 

7.5 


1,127,754 

$26,525,364 

$23,117,751 

$2,150,492 

8.1 

9.3 
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nearly 33 per cent of the income. It will further be re- 
marked that, while in Class A the expenses during the two 
years were only 5.5 and 5.6 per cent, of the amounts paid for 
lossess and claims, the average rates for Class B were, re- 
spectively, 59.5 and 53.8 per cent. 

A better view may, however, be obtained from an ex- 
amination of the summary by groups for each year, as 
shown in the following Tables 3 and 4. 

In the discussion of these tables, I shall entirely exclude 
Group Til, of Massachusetts miscellaneous societies, more 
than half of which have between 500 and 1000 members, 
while only one has about 2000 and one other about 4000. 
They are all organized for meritorious purposes, and ?> as far 
as I am informed, their work is conducted in the interest of 
their members as understood by the members themselves. 
Accordingly, even though the percentage of expenses bring 
a few of them within our Class B, I wish to avoid even a 
suggestion of criticism for any one of the group. 

The only two groups which can be directly compared are 
those comprising societies on the Lodge system, No. I being 
for Massachusetts and No. IV for other States. It will be 
noticed that while, in Class A, Massachusetts had 9 societies 
in 1899, and 10 in 1900, as against 14 and 17 Foreign, there 
were, of Class B, 12 domestic societies in 1899 and 14 in 
1900, against only one Foreign for each year. Moreover, 
the average percentage of income shown by the expenses of 
the Massachusetts corporations was 33.9 in 1899 and 30.2 in 
1900, while the percentages for societies from other States 
were just beyond the limit of Class A, being only 25.8 and 
22.3, respectively. A reference to the Appendix will show 
that half of the domestic societies spent over 40 per cent of 
their income for other purposes than payment of losses, 
while in three cases the figures ran from 66 to 77 per cent in 
1899 and from 69 to 72 per cent in 1900. 

Group II (Massachusetts Branch system) stands by itself, 
and for both years is entirely in Class B. In 1899 there 
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were 9 societies with a membership of about 47,000 and 
incomes of some $528,000. of which 49.2 per cent went in 
expenses. These amounted to -1269,904, or 103 per cent of 
the sums paid for losses and claims. In 1900 there were 
only 8 societies with nearly 45,000 members. Out of an 
income of $516,000 they disbursed $238,558 for losses and 
claims, and the larger sum of $239,942 for expenses of man- 
agement. 

It is time to draw attention to the special significance of 
the ratios between expenses and the corresponding figures 
of losses and claims paid, which have just been noticed. 

A reference to the appendix will show that, throughout 
the whole list of societies in Class A, the ratios of expenses 
to income and of expenses to losses paid tend to run very 
closely together. The inferences are clear, not only that 
the management has been economical, but that the assess- 
ments have been almost wholly applied to the payment of 
losses. On the other hand, certain societies will be found 
in Class B where so much is paid out for expenses and so 
little for losses as to raise a strong suspicion that the main 
object of their existence can hardly be a philanthropic desire 
to settle death or disability claims. 

To justify this statement I append Tables 5 and 6 with 
detailed statistics for 1899 and 1900 of Massachusetts 
societies in Groups I and II, whose expenses are more than 
75 per cent of their payments for losses and 'claims. What- 
ever criticism may be made on my classification, it will at 
any rate be acknowledged that such percentages as these 
throw upon the managers, the burden of proof that all claims 
presented had been equitably settled as well as that the 
other disbursements were legitimate. Ten societies are 
common to both lists, and it can be seen that, as regards 
1899, fully seventy-five per cent, and as regards 1900, over 
ninety-five per cent of the total membership and income 
were subjected to disbursements for management absolutely 
greater than those for the settlement of claims. In one 



15] Notes on Fraternal Beneficiary Corporations. 15 













© 








+a co 


omoOoooo 


© 


1 




^lOiOH^rt^OC 


© 


1 


u S 


^©©-^lOrHNiO 


© 




& ^ 


Hrt««00 


H 




Ph 














o 








+3 CD 






GO 
C 
4J 




iO«#©iO«©^© 
C0©©<?HHH©H1> 


CO 




M-*<#iOC0©i>b. 


10 


S 


&4 














co 


©©*-<-*<COt-<COCO 
eg io co io ai © io m 


o 
























O 

a 










% 




<s 






« S 












sS ^ 






















a .§ 


0> l-H 


Cfj 








^3 










CM 








a 


















C& H^H ,-. W 


a& 


=W 








tr-©iC'tf—'0O©CJ> 




-1 

la 






CO 










1— 1 




•« 


ft 


t» 




o 








9 


D « | 











& 


qj 2 O 


o 




° 3 S j? -2 1 § « 


"5 




S« CO = ^ S» O t H 


o 
H 














S-3 S « ChSS 






*s5,o«o-a<» 








pM^PkOcfiftfc 







© © 


©©<©©©. 


© 




10 00 


o5 H H t> H 


© 




*» *> 


CC H CO ^ CO 


« 






** w* * * 


H 




00 © 


-* 05 « *> i> 


© 




© H 


© *H qo m ift 


« 




<* <* 


W 10 ifl ill KJ 


10 




to so 


H CO t- O CO 


CD 




co -# 


lO CO i-t o t- 


© 




o a> 


© CM CO © CO 


rfj 












CO ■**< 


© O CD O i-t 


lO 




CO 


H O ■* ^ 


•* 




c© 




CM 




CO T-* 


N Id CO CO lO 


CM 




O CO 


m * co o cd 


CO 




I- CO 


CO CM t-h rH © 


OS 












CO CD 


© © i-H I- iO 


CO 




«# 


w CO CM CM 


© 


£ 


m 




CM 


w 






€©> 


H 








QQ 








t* 








03 








w 








cj 


CO CO 


ffi IO OO O) rt 


CO 




— © 


t~ rf CD © © 




O CO 


C» CO_ h M (N 


o3 








3 




cm" CO cm" i-T iO 


Tf" 


CO i-l 


CM i-( CO I— 1— 


CD 


M 


CO 






CO* 








t-4 








f- 








W 








03 








P 


CM iO 


CO t— CO O t-i 


s 


X 


"* CO 


CM -rp lO r-i CO 


^1. °* 


t- CO CM t~^ CO 


© 










^ 




i-T CM~ CD t^ CD*" 


CO 






** 


CO 








co 








"4 








s 








l_ 






1— 1 






Ph 








p 








o 














e 


























O 
























OS 
















u 








o 








M 








W 








' < 


S*i 








a S a 






a 


O w O 






S CD 


■rt ft S 






o -d 
o ^ 

to ^ 

CO Ci 
05 <C 


npany 
pany 
jsocial 
t Com 
ssocia 






ty Coi 
y Coru 

ccideu 
tive A 


ft 




5 1 


asual 
suatt 
rotec 
od A 
rotec 


3 

o 




i-S 


O Q CM o tu 


_o 




is 


« ^ >a "S ,0 

5 -O boiS O 


co 




01 Z. 


3 




>3 "O 


3 - ^ P c§ 




iS $ 


S^Sm^ 


o 





© © 


© 




© i 


*» 




CO 0J 


« 




H H 


i-i 




41 © 


© 




CO « 


CO 




i0 10 


10 




© CD 




































<fe CM 


CO 








































*■ ^ 


<& 








CO 


CO ^H 

ii CM 


^ 




CN c^ 










Sti 


ce 


«» 


O 
o 












O 
















CO CO 










^ 






<! 






H 






O 












K-l 2 


CJD 




ft ft 


Hi 
















■- u 






& 


<1 



16 



American Statistical Association. 



[16 





< 






Hi 






m 






P, 












■«1 






l-I 






U 






fe 






o 






H 






is 






w 






o 






<A 






w 






a, 






io 


a 






M 







h 




H 


(H 




Q 


»J 




w 






M 


rt 




<_> 


p 




i*1 


o 


o 


H 


i-l 






1. 


1 


f/j 






'A 


H 


to 


W 


W 


w 


fc 
K 


^ 


l-l 


w 


Q 






H 5 

s % 
is I 



hi a> 



g 

o 

fa 
o 



3 





*w 








O 








■u w 


o o © © © 


© 




§.§ 


tO \fi 10 GO H 


i» 




Q jS 


OW « » * 


X 




M 5 


H H « « « 


H 




a> 








Ph 






tH 








© 






to 


w 8 


115 ^ H H © 
« H H © « 


10 




W in N «5 i* 


(0 


« 


h £3 






a, 


<» hH 








(In 














00 


•* Op 00 <£> — l 

O -3* ■* i-( CM 


t- 






Si 




S 


"2. '"t *"! '"I *"i 




13 
O 








•* w o io oT 


t-^" 




CM CM CM 


00 




a 


<=& 


m 




<j 






T3 2 






c «s 


?H W CO H ill 


o 


o3 fa 


00 T-i ^h CM t- 




o io to t- to 


** 








a> S2 


CO CM CI CO CM 


«D 


a» .3 


CM 


■* 


€©- 


e& 


9 e8 






^O 








CO 00 lr- CD CM 


o> 




IO H t-H (D 


CM 


2 


t- H t- CO ® 


CO 






o 


$ * s s a" 


CO 


C! 


<-& 








& 


t tt • 






o « 


O) H O) f t- 


CO 


55 1 


lO lO H tJ< CO 
00 CO o> CO ■* 


CM_ 


a a 
Is 


ed oi" ci h 














ft 


CO 

CD 


' >» " ■ 


13 
O 

u 
ci 


a 


OP o 

'3 5 _ 




O QQ £ * 


<M 




co co a, .2 


00 






3 




'3 a * o c 


o 




H 




.£ T3 to ^ q» 

S S « 2 5 






M » _£■« t> 






to J3 +? a> 53 






a ja 3 a -2 

t» bio p <u o 

5 -a S pj >< 
■o ™ as"? 










® "c3 l "' *S 






5 haJS 






a o s •!=. «s 








P JBfeh 





©©©©©© 


© 


« CO ti * <£ * 


00 


© H H 0? « ^H 


« 


fI HH H pI 


T( 


© © H ift t( i> 


© 


CO lft i> QO © lft 


© 


^ >* m >* in io 


«s 


O O ^ CM t- r-t 

M CO 6 Ol CO 00 




00 








•* 






























« "* O! •* W) CO 


CM 






























H H O) Tf CO <fl 
































lO 










fl o 




' .2 't • • ■ 








r, a 


1-1 


§<! 


ft 
13 
p 


ent Ass 
tion of 
tion 
tion 


ci 

o 


T3 _« <S ,« . 


09 


5 o o o O 






o 
H 


o -3 •* < •* § 


O § « a, j ■§ 








Br O 4S -W _ 

3^^2 23 




°"1^5 




.^ <D S t*> .2 H 




Mason 
EedM 
Frater 
Eidgel 
Mason 
Brothe 





o o 


O 


i» CD 


« 


00 « 


* 


rt rt 


H 


10 » 


S! 


» O 


* 


<D 10 


ID 



PE| ^ 




Ci 00 
CM id 
CO -tf 




o a 



TABLE 7. 



COMPARATIVE STATISTICS OF MASSACHUSETTS AND NEW YORK FKAT1 





Massachusetts. 






Domestic Corporations. 


Foreign Corporations. 


Ag 




Class A. 


Class B. 


Totals. 


Class A. 


Class B. 


Totals. 




Number of Members 

Income ..... 

Losses and Claims 

Expenses .... 

Expenses Per Cent of Income 

Expenses Per Cent of bosses 


308,173 

$9,576,403 

$8,916,709 

$311,252 

3. a 

3.5 


149,525 

$2,648,032 

$1,584,062 

$887,981 

33.5 

56.0 


457,698 

$12,224,435 

$10,500,771 

$1,199,233 

9.8 

11.4 


655,210 

$14,000,789 

$12,452,502 

$897,606 

6.4 

7.3 


14,846 

$240,140 

$164,478 

$53,653 

33.3 

33.6 


670,056 

$14,300,929 

$12,616,980 

$951,259 

6.6 

7.5 


1 

$26 

$23 

$2 



TABLE 7. 



ND NEW YORK FRATERNAL BENEFICIARY CORPORATIONS FOR THE YEAR 1900. 





Aggregate. 


New York. 




rations. 


Domestic Corporations. 


Foreign Corporations. 


Aggregate. 




Totals. 


Class A. 


Class B. 


Totals. 


Class A. 


Class B. 


Totals. 




6 

8 
3 
3 

a 


670,056 

$14,300,929 

$12,616,980 

$951,259 

6.C 

7.5 


1,127,754 

$26,525,364 

$23,117,751 

$2,150,492 

8.1 

9.3 


329,262 

$6,061,182 

$5,385,333 

$367,214 

6.0 

0.8 


30,488 

$192,976 

$48,330 

$101,998 

53.8 

311.0 


359,750 

$0,254,158 

$5,433,663 

$469,212 

7.5 

8.0 


1,621,402 

$30,823,078 

$27,174,236 

$2,159,324 

7.0 

7.9 


277,034 

$4,080,676 

$2,284,051 

$1,007,820 

34.7 

44.1 


1,898,436 

$34,903,754 

$29,458,287 

$3,167,144 

9.1 

10.7 


2,258,186 

$41,157,912 

$34,891,950 

$3,636,356 

8.8 

10.4 
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instance, a society paying $1,220 for claims spent $10,463, 
or 858 per cent for expenses ! 

An unpleasant story may be read in the figures of three 
societies, whose names appear in both tables among those 
most conspicuous for their inordinate rates of expenditure. 
At the end of 1899 these three had together 4,106 members, 
and collected during the year $33,562, of which only $6,586 
were paid out for losses and claims. Yet the expenses of 
management absorbed $24,267, or 368 per cent of the 
amount of claims paid ! In 1900 they increased their 
members to a total of 6,703, and, with larger average assess- 
ments per member, their income was $51,196 greater than 
for the previous year. But as against an increase of 
$14,428 in the amount of claims paid, their expenditure 
was $35,518 greater ! For the two years, therefore, these 
three societies collected $118,320, but paid only $27,600 
for losses and claims at a cost of $84,052 ! 

These figures speak for themselves, and further comment 
on them is superfluous. 

As a conclusion to the statistical part of this paper, I 
present, in Table 7, a comparison of the fraternal insur- 
ance business in Massachusetts and New York for the year 
1900. The New York Insurance Department gives a con- 
tinuous list of all fraternal associations, without grouping 
them as is done in Massachusetts, but I have separated 
the domestic from the foreign societies, and have divided 
them, respectively, into Classes A and B. 

It would be a mistake to push comparisons too far in 
this case, but the statistics bring out a few facts in clear 
enough relief. 

The expenses of management show average percentages 
of income and of losses paid, which run singularly close 
together in the aggregate business of the two States. 

Among the New York domestic corporations, as com- 
pared with the same category in Massachusetts, there is 
a much smaller proportion, as regards both membership 
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and income, of societies whose expenses exceed 20 per 
cent of income (Class B). But I am disposed to doubt 
whether the much higher average percentages of income 
and losses paid, shown by the expenses of New York do- 
mestic corporations, give a just idea of their relative stand- 
ing. 

On the other hand, the foreign corporations doing busi- 
ness in New York, which come under Class B, have over 
eighteen times as many members (with incomes nearly in 
proportion) as the corresponding class in Massachusetts. 
How far this may be explained by differences in the text 
or in the administration of the laws of the two States I am 
not as yet informed. 

To illustrate the ease with which the confidence of the 
poor may be abused under cover of the law of our own 
Commonwealth, I may quote a typical case among those 
which have come before me. One of these very societies 
with abnormal ratios of expenses to claim-payments had 
granted a certificate to a foreigner. The man understood 
little or no English, and very probably could neither read 
nor write, as he had " made his mark " before witnesses 
on his formal application for membership. He had been 
ill for some time, but, instead of receiving the $3 per 
week, which he had been led to expect under his certifi- 
cate, he had been unable to get anything at all from the 
society, and was forced to apply elsewhere for assistance. 
Examination of his certificate showed me that the prom- 
ise of indemnity was circumscribed by so many conditions 
as to be practically valueless to a working man. Indeed, 
it was plain that any one who wished his dues and 
assessments to yield some return to himself or his family 
would have to be exceedingly careful in the choice of his 
ailments or accidents, and finally of the very circumstances 
of his death ! In this case, as I could not say that there 
had been any legal breach of contract by the society, I 
could only advise the man to drop his membership in it, and 
to consult some sensible person before joining another. 
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It is highly probable that not one man in ten reads, or 
understands if he does read, the complicated terms of the 
bargain which he has been persuaded to make by the 
agent of some such society. It is not until trouble comes 
that he or his family finds that there is no recourse 
against the cast-iron conditions of a contract, which, as 
the holders of the purse will surely plead, has been ac- 
cepted by the expectant beneficiary with full knowledge 
of every clause. 

Legislation cannot make men wise, and only common 
sense can save them from the folly of expecting to reap 
manifold benefits in time of trouble, in return for a few 
ridiculously small assessments. The problem is how to 
protect some of our poorer and more ignorant neighbors 
who are now preyed upon by sharpers in the guise of 
benefit associations, without making our laws more pater- 
nal than could be endured by a free people. It has been 
the purpose of these notes to prove how grave this prob- 
lem has already become, by the evidence of official statis- 
tics which cannot be disputed, and to plead that the solu- 
tion lies in a reasonable addition to the powers of the 
Insurance Commissioner. 

In further support of this plea, I may bring together 
two facts already noticed — first, that our domestic asso- 
ciations are exempted from the strict methods of official 
inspection and control to which the law subjects all foreign 
fraternal societies ; and second, that all of the societies 
named in my Tables 5 and 6, as using for current ex- 
penses undue percentages of their disbursements for losses 
and claims, are Massachusetts corporations. 

Now a reference to Tables 3 and 4 will show that the 
average expenses of Massachusetts societies on the Lodge 
system, belonging to Class A, were only 3.2 per cent of 
income in 1899, and 3.3 per cent in 1900, as compared 
with 6.5 and 6.4 per cent, respectively, for foreign corpo- 
rations on the same system. That is to say, the best 
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class of our domestic associations in this group were twice 
as economical as their neighbors from other States. On 
the other hand, taking Class B of the same group, it ap- 
pears that the Massachusetts societies averaged an expen- 
diture of 33.9 per cent of income in 1899 and of 30.2 
per cent in 1900, as against 25.8 and 22.3 per cent, respec- 
tively, for one foreign organization. Again, the Massachu- 
setts corporations on the Branch system show average ex- 
penses equal to 49.2 per cent of income in 1899 and 46.5 per 
cent in 1900, or, roughly speaking, they cost twice as 
much to run as the only two foreign bodies which, during 
the period, are brought into Class B. But, as was noted, 
these two came just within the boundaries of what I have 
already admitted to be a somewhat arbitrary division, and 
a very slight change of figures would leave Class B entirely 
to home corporations. But, in any case, it must be acknowl- 
edged that if statistics can show anything, those here pre- 
sented go far to prove that our laws already give the 
Insurance Commissioner a control over foreign corpora- 
tions which prevents the unworthy from doing business 
among us ; and that an extension of similar control to 
domestic societies would have the same effect in their case. 
In the face of such figures, the plain man may be par- 
doned for wondering why some of those Massachusetts 
corporations, which so unquestionably head the whole list, 
should not be more anxious to have the laws amended in 
this sense, if only for the protection of their own good 
name. 

I have shown that, while the field occupied by unwor- 
thy friendly societies is relatively small, it is none the less 
broad enough to allow them to gather in many hundred 
thousands of dollars, taken from tens of thousands of poo. 
people. Moreover, it seems more than probable that th- 
few societies which went out of business during the two 
years reviewed were forced into receivers' hands more by 
their own inherent rottenness than through the compelling 
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authority of laws, for all the vigilance of our excellent 
Insurance Department can do little as long as the Commis- 
sioner is left without practical initiative against unsound 
domestic organizations. 

The reform so urgently needed would come most appro- 
priately from within the body of the fraternal societies them- 
selves, and would be accomplished with the least friction if 
started by the managers of those great associations to whose 
good work I have already borne ungrudging testimony. Is 
it possible that these gentlemen would turn a deaf ear to an 
earnest appeal for their co-operation in stopping this selfish 
and sordid robbery of the poor under cover of our insurance 
laws ? I am unwilling to believe it. If, however, the evil 
be allowed to grow, as it must if unchecked, the day may 
come when public opinion will be aroused by some unusually 
flagrant case, and will solve the question for itself in a far 
more drastic form than will be needed if the matter be taken 
up by the fraternal societies themselves. 
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